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Report of the directors 
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TO THE SHAREHOLDERS 


On behalf of the Board of Directors, I submit the Annual Report for the year ended 
December 31, 1972, along with the Financial Statements and the Report of the Auditors. 


FINANCIAL HIGHLIGHTS 


1972 1971 % CHANGE 
Sales: Dollarssevcctionn oe ee ee $4,774,000 $4,448,000 fi 
Sales. Pounds; aenk clk Pee eee 3,941,000 2,980,000 32, 
TOSS) UF cee ice ae ee 178,000 90,000 98 
Loss: Plus, Preterred Dividend’. 44.27.64 4 238,000 149,000 60 
Losssper GommoneSnare oo. neo ee ee eee 1.40 0.88 60 
Cash FO Ww saeco ens 98,000 113,000 (13) 
Long lérms, Debtra.s ete ee ee ee eee 651,000 764,000 (15) 
Workings Capital meee hee in eee othe 342,000 360,000 (5). 
Workine;Gapitaly Ratio: eac.et ee ee 1.42:1 eos 10 


SALES 


Sales in terms of dollars and pounds showed an increase over last year. Commission throw- 
ing accounted for a much larger portion than last year resulting in a smaller increase in sales dollars 
than in sales pounds. 


Selling prices of textured polyester dropped below cost over the first nine months of 
operations. However, the final quarter experienced a firming of prices and volumes for both polyes- 
ter and nylon. 


EARNINGS 


The major factors affecting earnings were: 
(a) Volume of production operating at less than capacity in some departments. 
(b) Price erosion—mainly for textured polyester. 
(c) Bad debt expense $100,000. 
(d) Inventory losses totalling $66,000, caused by the erosion of raw yarn prices. 


Operations were profitable in the final quarter. 


BALANCE SHEET 


Despite the losses incurred, working capital is down only 5% and the ratio shows an im- 
provement of 10%. The two actions taken that resulted in this improvement were (a) a six month 
deferrment of long term debt repayments, and (b) the transfer of the polyester processing to a com- 
mission throwing basis thereby reducing inventories and receivables. Bank loan advances were 
reduced to $14,000. 


The 64%% mortgage bonds ($60,000) were retired in full at maturity date on September 
1p, 21972; 
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THE OUTLOOK 


The outlook for 1973 is much improved. Demand for your company’s products is strong 
and as a result prices have increased. 


Polyester production in Japan and Europe has been cut back and the Textile and Clothing 
Board has recommended to the Federal Government the application of a surtax, on yarn imports, 
to be applied if and when required to prevent injury to Canadian producers. 


As previously announced to the press, the following are the results of the first quarter 
of 1973 compared with 1972. 


1973 1972 
C7 eee L NN OY au 9B: KO) W hx 20D Aww tr oes Oia eRe ns Rt te ere ee $ 169,000 $ 9,000 
Net profit (loss) before income taxes ....................... on 102,000 (54,000) 


Due to prior years losses, no estimate of income taxes has been made. 


EMPLOYEES 


We wish to express our thanks to all our employees for their co-operation and dedication 
throughout this past year. 


A. GOLD 
President 


AUDITORS’ REPORT 


TO THE SHAREHOLDERS OF 
RIVERSIDE YARNS LIMITED 


We have examined the balance sheet of Riverside Yarns Limited as at December 31, 1972 
and the statements of earnings, retained earnings and source and application of funds for the year 
then ended. Our examination included a general review of the accounting procedures and_ such 
tests of accounting records and other supporting evidence as we considered necessary in the cir- 
cumstances. 


In our opinion these financial statements present fairly the financial position of the comp- 
any as at December 31, 1972 and the results of its operations and the source and application of 
its funds for the year then ended, in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Cambridge, Ontario THORNE, GUNN & CO.,, 
April 18, 1973 Chartered Accountants 
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Riverside Yarns Limited 


STATEMENT OF EARNINGS 
YEAR ENDED DECEMBER 31, 1972 
(with comparative figures for 1971) 
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1972 1971 
Sales* and “commission revenue see. eee $4,774,234 $4,448,320 
Cost of goods sold, excluding depreciation ......................0.:006. 4,075,656 3,845,751 
Gross protit,,excluding!) depreciation =.= aa ree 698,578 602,569 
Selling and administrative expenses. ee ee 503,761 404,892 
Interest on long-term, debts ca ee ee 106,168 88,758 
Financing “expelises camortized ya ne ee ee 2,940 3,767 
612,869 497,417 
Earnings beforesundemoted items 2.4... ee 85,709 105,152 
Profit:on:salevof-fixedzassets) 25a ee eee 9,125 35129 
94,834 108,881 
TDEPTE CIATION aos, Cree tee een iat ac ee 272,548 231,983 
LGss* DELOFEANCOMIG EAKeS tls ten re eee ee Lie 123,102 

Income: taxes NOtesG) segs feces aes eae 

Deferred “reducuions a7 eee — Bo A421 


$ 177,714 


STATEMENT OF RETAINED EARNINGS 


YEAR ENDED DECEMBER 31, 1972 


(with comparative figures for 1971) 
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$ 89,681 


1972 1971 
Balance at beginning of year as previously 
TEPOTEO ake ee re ont cme el cael ey a ere ee era $ 402,428 $ 482,479 
Adjustment of prior years’ expenses (note 8) .........000.....ccccccccn 20,756 11,126 
AS ESTATE J get iS Soci tec acealancach wean i mena 381,672 AT1,353 
Loss: for the wyear! 5 ee eee ee eee 177,714 89,681 
BAGANCE AT ENDZOPSY AR gee ee eee $ 203,958 $ 381,672 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


SOURCE OF FUNDS 


Operations 


Loss for the year .. 


YEAR ENDED DECEMBER 31, 1972 
(with comparative figures for 1971) 


Items not involving current funds 


Mepreciauioneand samoruzation ye 6. as erst cones 275,488 
Der erred MINCOLIC StAXES 48708 ayaee nigh a eoreasae Olas Syieheo ae a 
Mierolit mlossTons sale (Of 11xeds assets a5 ole we es, (9,125) 
88,649 
Precectismiromesale sor olixed "Assets 45k ics acetes heya 221 
PIOCECUSEOL MOLTPA CC < NAV ADE ae ciij.n SE ese Rls sho ees — 
111,200 
APPLICATION OF FUNDS 
FNC GSE OUSMLOMTIXEC BASSELS swine enh gt called th a tea yee te Pe 15,466 
Principal on long-term debt paid or included 
PMC ATTEN Ue liallittesi ey ee eel een) pene Mem 113,240 
Pavieim ye eeXPCNSES BINICUITER tesa nr ancien eg sda asses — 
128,706 
DEGREUASEGEIN] WORKING: CAPITALS 2. io scion ack 17,506 
WORKING CAPITAL AT 
BEGINNING OF YEAR 
PASMOLE VIOUSLY SECTIONCECS ycikh tort late atts ares ie as Cece eee 380,383 
Adjustment of prior years’ expense (note 8) ...............0....... 20,756 
A SMTCSUALCC ete pra eh beer Olen cath maar cue crcuaetrecm wea 359,627 
WORKING CAPITAL 
ANSE TEEN) BEG) Stee DWN 8 Seed 2) aoe Rue eg itor eet re a we ae ORT 342,121 


1972 


$ (177,714) 


1971 


$ (89,681) 


235,750 
(33,421) 
(3,729) 


108,919 


4,426 
500,000 


613,345 


476,804 


250,400 
5,392 


732,596 


119,251 


490,004 
11,126 


478,878 


359,627 
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Riverside Yarns Limited 


(Incorporated umder the laws ot Oman o) 


BALANCE SHEET — DECEMBER 31, 1972 
(with comparative figures at December 31, 1971) 
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ASSETS 
CURRENT ASSETS 
1972 1971 
Accounts . receivable’ 0. Jeu Mies eee $ 692,612 $ 917,600 
Income? taxes-recoverable2..c/c.). eee es ee 1,757 2,361 
Inventories “(moter l) ice ee ee 389,547 589,291 
Prépaid “Expenses 77a ke cae eee ee 67,822 73,213 
1,151,738 1,582,465 
FIXED ASSETS (note 2) 
Land, buildings, machinery and equipment ............................ 2,478,261 AS Gs eed Ps 
Isess- accumulated "depreciation ese a ee ee 1,614,301 1,440,804 
863,960 1,134,468 
DEFERRED FINANCING EXPENSES, less amortization .... 6,837 Ao hyn 
$2,022,535 $2,726,710 
LIABILITIES 
CURRENT LIABILITIES 
Bankvadvances (note +3) ee eee ee $ 12,687 $ 242 941 
Accounts payable and accrued liabilities ....................c00000- 534:151 695,244 
PPaXeS 7 Pay ables Gee ean ee eg ce ee ee ee 41,669 43,263 
Principal due within one year on long-term debt ................ 220,110 242,090 
809,617 1,222,838 
LONG-TERM] DEBT (ote 4) ee ee ee 650,960 764,200 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK (note 5) 
Authorized 
120,000 Class A $.50 cumulative convertible 
voting shares without par value 
290,000 Common shares without par value _ 
Issued 
120,000 Class A shares 
170,000 Common shares} “7 etisecccee $ 358,000 $ 358,000 
RETAINEDGEARNINGS 2) 2 eee 203,958 381,672 
561,958 739,672 
$2,022,535 $2,726,710 


Director: J. S. DEACON Approved by the Board 
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Director: W. W. LAIRD, Q.C. 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 3], 1972 


1. INVENTORIES 1972 1971 
Fe eam TV TE CETIA IS ee Pere eee io a Be Be cm eee nt nel $ 41,919 S 13833 
VOT DTOCESS a murder aici uatne et coh on tele, ees: wot 71,401 124,789 
PIG ECC Me OOUS ae oe cera alr iy: Rt RIT AN rng. hh chem TIAN at Ona a ete 216.221 332,669 

$ 389,547 $ 589,291 


Raw materials are valued at lower of cost and replacement cost. Work in process and finished goods 
are valued at lower of cost and net realizable value. 


2. FIXED ASSETS 1972 1971 
Asset Accumulated 
value depreciation Net Net 
LEGTE (Sh ie a eee gt in ne cee Ah ey Ee $ 6,600 $ 6,600 $ 6,600 
cre ine Serer ete oan ee Nee ne 387;222 $ 268,998 118,224 120,466 


Machinery and equipment ....................00..... 2,084,439 1,345,303 739;136 1,007,402 


$ 2,478,261 $1,614,301 $ 863,960 $1,134,468 
Land and buildings are valued at replacement value as of April 20, 1928 with subsequent additions 


at cost. Machinery and equipment are valued at cost. 


It is the company’s policy to write off the cost of fixed assets over the estimated number of years in 
which the asset can economically contribute to earnings. 


Asset Class Rate Method 
SC TOS meen ee ae A Re Brn ga os, 5% declining balance 
Machinery and equipment 
ACciUIOlse PLiOL tO. L9CSni we 20% declining balance 
1968 and subsequent additions mainly .... 20% straight line 


3. BANK ADVANCES 


Accounts receivable and inventories are pledged as security for bank advances. 


4, LONG-TERM DEBT 


1972 1971 
64%4% First mortgage sinking fund bonds, 
Series “A. -maturingSeptember -15,. V97 2: GS ccaeta Bia ceo $ 60,000 
9.4% Mortgage loan (9% in 1971) maturing 
AUeUstt 2 o.0 lOO. Bebriary. 22,1970 1s LOY L)) 22.6 eee ee ee $ 214,400 254,600 
12% Mortgage bond, maturing June 15, 
WOT Ge CDecembers (oval O/octme LOL) et come oe i he eee 175,000 200,000 
12% Mortgage loan, maturing January 23, 
OV OMA DINO OCI mLO loli Stee nes hte ae Aah he oe tne toh ees 481,670 491,690 
871,070 1,006,290 

Less principal included in current liabilities 2.0.0.0... 220,110 242,090 

$ 650,960 $ 764,200 


During 1972 a six month deferment was granted by the mortgagees on 1972 principal instalments re- 
sulting in the extension. of the maturity dates of the loans and an increase in the interest rate, as 
indicated. 
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Riverside Yarns Limited 
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LONG-TERM DEBT (Continued) 


These debt instruments are secured by the company’s fixed assets and in addition the 12% mortgage 
loan is secured by a floating charge on all assets and undertakings of the company. 


Principal due within each of the next five years is as follows: 


1973 $220,110 
1974 226,400 
1975 199,640 
1976 120,880 
1977 96,000 


CAPITAL STOCK 


The Class A shares are convertible into common shares on the basis of one common share for each 
two Class A shares converted. 


Dividends on Class A shares are paid to December 31, 1969 and arrears at December 31, 1972, 
amount to $1.50 per share totalling $180,000. 


Conditions attaching to the mortgage loans place certain restrictions on the payment of dividends. 


INCOME TAXES 
Excess of undepreciated capital cost over net book yalue of depreciable fixed assets amounting to 


approximately $259,000 is available as a deduction from future income for tax purposes. The tax 
effect of this excess has not been recorded in the accounts. 


Additional capital cost allowance is available for Federal tax purposes under Regulation 1102 (15) 
(16) of the Income Tax act in the amount of approximately $73,000. 
LOSS PER COMMON SHARE 


Loss per common share after provision for cumulative dividends for the year on Class A shares: 
1972, $1.40; 1971, $.88. 


. ADJUSTMENT OF PRIOR YEARS’ EXPENSES 


It was determined during 1972 that certain costs of material purchases had been incorrectly recorded 
with respect to 1970 and 1971. Retained eamings at January 1, 1971 has been restated to reflect 
the increased costs of $11,126 relating to 1970. The 1971 figures in the financial statements have 
been restated to reflect the increased costs of $9,630 relating to that year. 


OTHER STATUTORY INFORMATION 


Direct remuneration of directors and senior officers 1972 1971 
(as defined by* The: Business Corporations Act) 29. $ 84,329 $ 84,022 
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PROFIT and L035 
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Riverside Yarns Limited 
SALES 


BAR - SALES IN MILLIONS OF DOLLARS 
LINE - SALES IN MILLIONS OF POUNDS 


i) ) 
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Six Year 
Financial Summary 


See Overleaf 


SIX YEAR FINANCIAL SUMMARY 


INCOME AND EXPENSE 1972 1971 1970 1969 1968 1967 
Sales Fee SAN AOS $4,448,320 $4,719,889 $4,797,135 $4,745,554 $3,615,773 
Cost of goods sold excluding depreciation LAteateaee ates 4,075,656 3,845,751 4,162,412 4,070,176 3,982,072 3,266,049 
Gross profit : c - 698,578 602,569 535,225 726,959 763,482 349,724 
Selling and administrative expenses Pees 503,761 403,692 448,218 327,538 286,648 223,626 
Directors’ fees Bere con cock eer noe Lao oes 1,100 1,200 1,300 2,600 1,300 1,800 
Interest on long-term debt f Feo coe 106,168 88,758 72,653 46,425 23,483 30,105 
Financing expenses amortized 3 ; 2,940 3,767 4,066 1,665 1,636 2,157 
612,869 497,417 526,237 378,228 313,067 257,688 
ee eee eee ee ee ae 
Earnings before undernoted items 85,709 105,152 8,988 348,731 450,415 92,036 
Profit (loss) on sale of fixed assets 9,125 3,729 (32,887) 10,845 2,399 999 
94,834 108,881 (23,899) 359,576 452,814 93,035 
Depreciation 272,548 231,983 262,234 183,577 123,146 96,998 
Earnings (loss) before income taxes , (177,714) (123,102) (286,133) 175,999 329,668 (3,963) 
Income taxes 
Current ; : a = (38,959) 38,959 71,329 = 
Deferred ; = 33,421 (91,764 44,436 85.861 299 
= 33,421 (130,723 83.395, 157,190 (299) 
Net earnings (loss) for year $ (177,714) $ (89,681) $ (144,284) $ 92,604 $172,478 $ (3,664) 
FINANCIAL AND OTHER INFORMATION 1972 1971 1970 1969 1968 1967 
Working capital F : PEN ere 342,121 359,627 478,878 414,273 621,510 526,155 
Working capital ratio ; te 1,42:1 1.29:1 1.43:1 1.35:1 1.68:1 1.60:1 
Long-term debt 650,960 764,200 514,600 655,000 494,900 243,520 
Shareholders equity erties 561,958 739,672 829,353 992,056 966,066 793,588 
Number of shares outstanding — Class A 120,000 120,000 120,000 120,000 120,000 120,000 
Common 170,000 170,000 170,000 170,000 170,000 170,000 
Equity per share — Class A 2.82 3,21 3.15 3.42 3.33 2.74 
Common 1.32 2.21 2.65 3.42 3.33 2.74 
Net earnings (loss) per share _—_ Common Fest tn beeen retes La de (1.40) (.88) (1.20) 19 1.01 (.02) 
Dividends paid per share — Class A Bree Ses _— — _— 50 = a 
Common : u — — — — = = 
Dividend arrears per share — Class A 1.50 1.00 50 _ = = 
Cash flow from operations Boston 109,200 113,345 30,252 322,282 383,121 95,192 
% of cash flow to shareholders’ equity : : 19.4% 16.1% 3.6% 32.4% 39.7% 12.0% 
Purchase of fixed assets Bees, eae 15,466 476,804 18,861 632,762 544,379 48,254 
Fixed assets (net) : Bin 863,960 1,134,468 890,343 1,345,899 915,362 500,857 


NOTE: Number of shares outstanding and per share items have been restated for years prior to 1970 to reflect the 1970 capital reorganization. 
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MEMORANDA 
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